I. Introduction
How satisfied with their lives are the people of Germany, and how does satisfaction differ between East and West? How has life satisfaction changed since unification? How does the life satisfaction of foreigners compare with that of Germans, and among foreigners, the Turks with Europeans? What of Germans who moved between the two regions since unification -how have they fared? What has been chiefly responsible for determining the levels and changes in life satisfaction? These are the concerns of this article -population differentials, trends, and sources of change in life satisfaction in Germany, pre-and post-unification.
Until the last few decades, well-being has typically been inferred from what are known as "objective" measures -GDP per capita, life expectancy, educational attainment, and the like. Recently, however, increasing attention has been paid to measures of "subjective" well-being (SWB) -responses to questions on personal happiness or overall life satisfaction. A substantial methodological literature discusses the reliability, validity, and comparability of the responses to such questions (Clark et al., 2006; DiTella and MacCulloch, 2006; Frey and Stutzer, 2002ab; Graham, forthcoming; Kahneman et al.,1999; Layard 2005; Veenhoven 1993 ). The consensus is that SWB measures, though not without their shortcomings, are meaningful measures of well-being.
Our focus here is overall satisfaction with life, the answer on a 0 to 10 integer scale to the following question: "How satisfied are you with your life, all things considered?" We examine the course of life satisfaction over time in West and East Germany and Germany as a whole, and its trends and differences among subgroups of the population. Of special interest is the status of foreigners, a growing proportion of the population. One projection to 2050, for example, puts the non-German segment of the population at close to one-quarter, of which over three-fourths would be non-Western (Coleman, 2006, p. 414) .
We also investigate how trends and differences in life satisfaction are related to economic outcomes. Non-economic factors influence life satisfaction too, but our initial analysis of the data revealed that in Germany since 1991 life satisfaction has been most systematically related to economic outcomes, while the influence of non-economic factors has been much more idiosyncratic. Hence, we focus our attention on the effect of economic outcomes.
Very little has been written on this subject. One exception is an econometric study by Frijters et al. (2004a) By comparison, our study looks at West as well as East Germany, at Germany as a whole, and various subgroups of the population within West and East Germany, and adds three more years of experience. As will be seen, this more comprehensive approach yields quite different results. Although economic outcomes do matter for life satisfaction, real income alone -the focus of the analysis of Frijters et al. -is not a very good explanatory variable. The unemployment rate does better than real income. Coupling income with the unemployment rate yields no improvement over the unemployment rate alone. However, a single subjective variable, satisfaction with income, is usually as good or better in explaining life satisfaction than the unemployment rate or the two objective 3 variables together. The positive association of life satisfaction and satisfaction with income found here is by no means inevitable; for example, over the life cycle subjective well-being in the United States and financial satisfaction move in almost diametrically opposed ways (Easterlin 2006).
II. Data, Population Groups, Measures, and Methodology
The data are those of the Socio-Economic Panel (SOEP), conducted annually since 1984 in West Germany and since 1991 in East Germany, weighted so as to be representative of the population generally of each region (Haisken-DeNew and Frick, 2005) . 1 The population of each region is subdivided into Germans and foreigners, and the foreign population of West Germany, into Turkish and European foreigners. In addition, migrants between the two regions since 1990 -almost all of them Germans -are examined separately.
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The relative numbers of the population groups is indicated in Table 1 , col. 1. As can be seen, in East Germany the number of both internal migrants from West Germany and foreigners is very small relative to that of Germans.
There are both similarities and differences among the population groups. The gender and age compositions of the total populations of East and West Germany are much alike ( 
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In contrast, in East Germany foreigners comprise less than one percent of the total. In both East and West, foreigners and internal migrants, when compared with Germans in those regions, typically have the gender and age characteristics of populations of migrant origin -disproportionately male and concentrated in the younger working ages (cols. 2-4).
Germans in West Germany are better educated than those in the East, and more highly concentrated in white collar occupations and self-employment (Table 2 , cols. 1, 5-8). Within West Germany foreigners and internal migrants are less educated than resident
Germans and correspondingly less employed in white collar and self-employed work.
The Turkish population, which has the lowest education level of all, is highly concentrated in semi-skilled and unskilled occupations. The younger age composition of those of migrant origin is reflected in a considerably lower proportion of them being pensioners (Table 2 , col. 4).
The picture within East Germany is different from that within the West. Migrants from the West are better educated than resident East Germans and almost four out of five are in white collar jobs or self-employed, compared with less than three out of five for resident East Germans. The very small foreign population, most of them of East European origin, have the highest education of all and are three-fourths white collar. This group differs markedly from others, however, in having an extremely high unemployment rate -on the order of one in three (col. 3).
The analysis here is based on the annual means of life satisfaction and economic outcomes for each region and population group (the basic data are given in Appendix A).
We focus principally on three measures of economic outcomes. (For the regional aggregates we also investigate briefly another measure of economic outcomes, the inflation rate, reported below in the analysis of trends over time.)
Our third principal measure of economic outcomes, satisfaction with income, is less commonly used. This is the response to the question: "How satisfied are you with your household income?" Responses are on an integer scale from 0 up to 10.
The measure of satisfaction with income derives from the domain approach to analyzing life satisfaction, pioneered by psychologist Angus Campbell and his collaborators (1976, 1981) . In this approach, overall satisfaction with life is seen as being influenced by satisfaction in different domains of life -finances, family life, health, work, and so on. Satisfaction in each domain is, in turn, viewed as reflecting the extent to which objective outcomes in that domain match the respondent's goals or needs in that realm, and satisfaction may vary with changes in objective conditions, goals, or both. In this framework, satisfaction with income can be thought of as an intermediary variable between objective conditions and overall life satisfaction. Satisfaction with income is affected, on the one hand, by objective circumstances, such as income and unemployment, and, on the other, by subjective perceptions of material needs. Hence, in including in this analysis satisfaction with income as our third measure of economic 6 outcomes, we are implicitly bringing into play a factor other than actual income and unemployment, namely, perceptions of material needs.
This is a descriptive analysis, aimed at establishing the broad facts with regard to trends and differences, and relationships among the various measures. Hence we rely throughout on tables and time series graphs of the summary measures, checking our impressions against ordinary least squares regressions. As will be seen, the patterns and relationships are usually quite evident from the tables and graphs.
In lead to the erroneous inference that income satisfaction was the source of the difference between the two in life satisfaction, whereas, in fact, the cause is a personality difference that has similarly affected the responses on both life satisfaction and satisfaction with
income.
The present analysis should be largely free of the influence of this personality effect, however, because we study averages over time and among population groups, not point-of-time differences among individuals. Personality tends to be a stable individual characteristic and hence would not explain changes over time in satisfaction responses.
If, for example, we were to find both average life satisfaction and satisfaction with income of the above two individuals -one neurotic and one not -declining over time (a positive time series correlation), personality could not be the explanation of the positive correlation because so far as personality is concerned, satisfaction with both life and income, like personality, should be the same from one time to the next. Similarly, a comparison of two population groups (say Germans and foreigners) at a point in time with regard to life satisfaction and satisfaction with income should be free of the effect of personality bias, unless it can be demonstrated that the two groups differ systematically with regard to personality characteristics known to affect subjective responses.
In what follows we take up first average differences among the various population groups over the entire period for which data are available. We then turn to examining changes over time. In each section, we first describe the life satisfaction patterns, and then take up their relations to the economic outcome variables.
III. Results

Cross Sectional Differences within Germany
Life satisfaction -Over the period 1991-2004, life satisfaction in West Germany has been, on average, considerably higher than in the East, the difference amounting, on a scale of 0 to 10, to about 0.7 points (Table 3, Relation to economic outcomes. -Differences among population groups in life satisfaction generally correspond fairly closely to differences in economic outcomes.
Compared with the East, West Germany as a whole has higher income, less unemployment, and higher satisfaction with income (Table 3 , Panel A-1, cols. 2-4).
Within West Germany, the rank order from best to worst of the four population subgroups is the same for each of the economic outcome variables as for life satisfaction, both in 1991 -2004 and 1984 -2004 . If Germans in East Germany are added to this ranking they tend to follow the general pattern. They are lower in life satisfaction than the lowest West German group, the Turkish population, and about as low or lower on economic outcomes.
The data for foreigners in East Germany must be viewed with some caution, because they are based on only 146 observations for the entire period. Even so, foreigners in East Germany tend to correspond reasonably well to the general pattern of positive association between life satisfaction and economic outcomes. They are the worst of the total of seven population groups in West and East Germany in terms of life satisfaction, unemployment, and satisfaction with income. However, their absolute level of income is somewhat out of line, placing them fifth out of the seven groups. The expected favorable impact of income on life satisfaction for this group is no doubt countered by their extremely high unemployment rate, which, if the data can be credited, is more than two times greater than that of any other population group.
The most notable exception to the high correlation evident in the table between levels of life satisfaction and economic outcomes is for migrants to East Germany from the West. Although they are next to last of the seven population groups in the ordering by life satisfaction, they rank third in income and fourth in both unemployment and satisfaction with income. It may be that the migrants from the West bring with them higher perceptions of material needs than those that prevail among East Germans, and this higher material standard offsets the effect of their higher income, yielding satisfaction with income and life in general not much different from those of East Germans. The difference between life satisfaction at origin and destination for internal migrants -a research issue of considerable interest in itself -is a subject for another paper. For studies of these migration flows around the time of unification, see Burda 1993 and Grabka et al. 1999 .
Statistically, the economic outcome variables that are most systematically related to differences in life satisfaction among the seven population groups are satisfaction with income and unemployment; each of these, considered singly, accounts for the same proportion of variance in life satisfaction, 81 per cent (Appendix B). In contrast, household income by itself has no statistically significant explanatory power, due, no doubt, to the anomalous income ranking of internal migrants and foreigners in East Germany.
Trends over time
Life satisfaction. -In West Germany the trend in life satisfaction from unification through 1997 is downward, and in East Germany, upward, with a consequent narrowing of the differential between the two from an initial value of 1.3 points to about 0.6 points For Germany as a whole, the net outcome of the contrasting trends of life satisfaction in East and West is a mild downtrend through about 1997, followed by a leveling off. As is clear from the figure, the trend for Germany is fairly close to that for West Germany. This is hardly surprising because West Germany makes up almost threefourths of the total population.
In West Germany the downtrend of life satisfaction after 1991 was common to all four population groups in that region (Figure 2 ). But while life satisfaction for most population groups leveled off after 1997, that of Turkish foreigners continued to worsen.
Compared with Germans in West Germany, the shortfall of Turkish foreigners in life satisfaction increased between the first and second halves of the period, while the shortfalls of European foreigners and migrants from the East declined slightly (Table 4) .
Moreover, with East Germans improving between the first and second halves of the period, the excess of life satisfaction of the West German Turkish population over East
Germans has come close to disappearing.
Generalizations about trends prior to unification are handicapped by the fact that the data relate only to West Germany, are for a fairly short period, seven years, and fluctuate considerably. Read in conjunction with the post-unification patterns however, one's impression is that up to 1991 none of the three population groups trends very much up or down, while after 1991, noticeable declines set in.
In East Germany, where Germans account for over 99 percent of the population, the uptrend for Germans is, not surprisingly, virtually identical with that for East In East Germany the pattern of overall life satisfaction appears to follow most closely that in satisfaction with income -both show a rise and fall, although the amplitude of the movement is greater for satisfaction with income ( Figure 6 , upper panel). The pattern for household income is more like that for life satisfaction than was true in West Germany, rising along with life satisfaction, but then income levels off 13 rather than declining as life satisfaction does. In East Germany there is little evidence of a relationship between the unemployment rate and life satisfaction.
These visual impressions can be checked against statistical regressions of life satisfaction on each of the three economic outcome variables. Taking the main regional aggregates together -Germany, West Germany, and East Germany -one finds satisfaction with income most related statistically to life satisfaction -the proportion of variance explained ranges from somewhat under one-half to three-quarters (Table 5, lines 1-3; for complete regression results see Appendix C). The unemployment rate does as well as income satisfaction in Germany and West Germany, but fails in East Germany.
Household income performs least well -never accounting for more than 30 per cent of the variance in life satisfaction, and in one of the two cases where this is so, the relation of life satisfaction to real income is negative rather than positive (see Appendix C).
In principle, the inflation rate is a macro-economic variable that might be expected to affect life satisfaction negatively. Unlike the unemployment rate, it is not possible with our data to construct a measure of the inflation rate specific to each population group. But time series of the inflation rate as measured by the consumer price index, can be computed for Germany as a whole, 1991 -2004 , West Germany, 1985 -2002 , and East Germany, 1992 -2002 variables than was the case for the regional aggregates in lines 1-3.
IV. Summary and Discussion
The experience of most countries for which data are available is that rising real income is not accompanied by increasing subjective well-being (Easterlin 1974 (Easterlin , 1995 (Easterlin , 2005 . Germany as a whole since unification fits this pattern. But within Germany there are noteworthy differences in the trends of various population groups. The initial shortfall in life satisfaction of East relative to West Germany diminished noticeably to about 1997; subsequently it leveled off and then in the first few years of this century edged slightly upward.
Within West Germany, life satisfaction among Germans, European foreigners, and Turkish foreigners fell after unification. Although trends in the short seven-year preunification period are hard to establish, the post-unification declines appear to be a break with pre-unification patterns of stability for these groups. Economic conditions appear to have played an important part in the differences in the levels and trends of the various population groups. However, it is not so much the objective state of these conditions, measured here by real income and the unemployment rate, as people's subjective evaluation of these conditions, as reflected in their reports on satisfaction with income. In general, income satisfaction is much more consistently related to differences among and trends within population groups than the two objective measures. Considering all three measures together -satisfaction with income, unemployment, and income -real income is least associated statistically with trends and differences in life satisfaction.
The importance here of the association between subjective evaluations of economic conditions and life satisfaction is of significance for the study of subjective well-being generally. In the current literature on the economics of happiness the typical approach is to estimate regression equations of life satisfaction in relation to a variety of 16 objective measures -income, employment status, marital status, health, and so on (Blanchflower and Oswald, 2004; Frey and Stutzer, 2002ab ). An alternative is to look at life satisfaction in relation to people's perceptions of these conditions, the "life domain" approach. To date, very little work has been done by economists using this approach (but see Easterlin, 2006; Easterlin and Sawangfa, 2006; Rojas, forthcoming; van Praag et al., 2003; van Praag and Ferrer-i-Carbonell, 2004 a. Work status categories not shown: not employed; in education, military or community service; do not know, no answer. b. White collar: professional (highly qualified, and qualified), white collar worker (trained and untrained), managerial, civil service. Self-employed: self-employed (free lance), help in family business. Blue collar skilled: trained worker, foreman, farmer. Blue collar, semi-and unskilled: semi-trained worker, untrained worker, apprentice. c. Includes foreigners other than European or Turkish, numbering about 7 percent of all foreigners in West Germany. 0 1984 1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 Year 
